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Norway's Budget and Economic Prospects 


Beginning with the year 1961, Norway’s Government 
Budget has been changed to a calendar year basis; 
previously, it covered the year ending June 30. Also, 
the structure of the budget has been changed and loans 
to the state banks are now included. Altogether, 
NKr 6,432 million is appropriated for current expendi- 
ture, building and constructional work, and income 
transfers, including NKr 500 million for price subsidies. 
The total of these disbursements, excluding loans and 
repayments of state debt, is approximately NKr 500 mil- 
lion greater than the estimate for the year ended 
June 30, 1960. About a fifth of the rise is accounted 
for by greater wage costs. Income tax and turnover 
duty remain more or less unchanged, except for a minor 
adjustment of the latter; the duty on tobacco is being 
raised and, with allowance for a reduction in the duty 
on cigarette paper, the net additional income on this 
score will be NKr 22 million. Total receipts and taxes, 
however, are expected to rise by NKr 245 million, to 
NKr 6,568 million; thus, before loan transactions, a 
surplus of NKr 136 million is estimated. Loan trans- 
actions (net) are estimated at NKr 1,486 million, com- 
pared with NKr 1,426 million in 1959-60 (of the 1961 
total, loans to state banks are estimated at NKr 678 mil- 
lion). The amount to be covered by borrowing 
and the use of cash reserves is therefore estimated 
at NKr 1,350 million in 1961, compared with 
NKr 1,040 million in 1959-60. 


In his speech presenting the financial estimates for 
1961, the Finance Minister said that in the present 
situation caution is needed to ensure that internal 
demand does not rise so sharply in the immediate future 
as to release pressures that would endanger price and 
foreign exchange stability. The greater the improvement 
in productivity, the easier it will be to solve these prob- 
lems, but in any case the situation calls for a careful 
watch over monetary and financial policy. The problem 
might turn into one of inadequate demand if the busi- 
ness climate abroad were to worsen. There are, there- 
fore, two sides to the problem: the risk of short-term 
pressure, and the danger of a slackening in activity on 
the longer view, as in many respects the sharp growth 
in demand in Norway in the last few years has been 
due to external influences. 


By the end of 1961, the Government will in all 


essentials have completed the public development 
projects planned in the long-term program for 1958-61. 
The Minister said that, in view of current economic 
trends, there might be grounds for a tightening of the 
budget in comparison with the two previous budgets. 
An additional reason for a tighter budget in 1961 would 
be the fact that the net absorption of income through 
the social insurance funds and the local authorities is 
likely to be rather less next year than in 1960. How- 
ever, the Government has considered it particularly im- 
portant to deal with the problems of education, and a 
tightening of the budget, in these circumstances, would 
have had to be achieved by increased taxation. The 
Minister concluded that, as yet, there is no evidence of 
pressures that would make such a tightening necessary. 
However, if it should prove necessary, the Government 
has several instruments at its disposal to cope with these 
problems, e.g., by delaying the start of new building 
projects until the autumn of 1961, keeping the system 
of building permits as it is at present, and maintaining 
the liquidity of the credit system at its current level. 


Norway’s Nasjonalbudsjett for 1961, which contains 
the Government’s forecast of economic developments 
next year, indicates continuing growth, though at a 
slower pace than during the current year. Gross national 
product this year is expected to be about 6 per cent 
greater than in 1959, the largest increase since 1948. 


From 1960 to 1961 production is expected to increase 
by 4 per cent, private consumption by 4.5 per cent, 
public civilian consumption by about 5 per cent, and 
gross fixed investment by 3 per cent. If the expansion 
of business activity abroad continues, it is estimated 
that exports of goods anc services will increase by 
6-7 per cent and reach about NKr 14,775 million in 
1961; exports of goods are expected to be about 
NKr 6,550 million. The operating merchant marine will 
probably expand by 7 per cent, and net foreign ex- 
change earnings on account of freight are expected to 
be NKr 3.3 billion, or NKr 150 million more than in 
1960. For total imports of goods and services, a 6.5 per 
cent increase, to NKr 14,950 million, is estimated; 
imports of goods are expected to amount to 
NKr 8,700 million, an increase of 5 per cent compared 
with 1960. The balance of payments deficit on current 
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account is expected to be NKr 400 million, about 
NKr 100 million more than in 1960. Amortization of 
debt is estimated at NKr 400 million, resulting in a 
total deficit of about NKr 800 million; it is expected 
that NKr 350 million of this deficit will be covered by 


Tariff Reductions by EFTA 


The Ministerial Council of the European Free Trade 
Association (EFTA) has announced a decision not to 
speed up tariff cuts. The Ministers discussed the time- 
table for further tariff reductions laid down in the 
EFTA Convention and concluded that too little time 
has elapsed since the first tariff reductions on July 1, 
1960 for any modifications of the timetable to be made 
now. They resolved to re-examine the question early 
in 1961. The next 10 per cent all-round cut is due, 
under the Convention, on January 1, 1962. 


Source: The Financial Times, London, England, Octo- 
ber 13, 1960. 


International Coffee Quota 


Directors of the international coffee agreement, 
meeting in Washington on September 27, announced 
a quarterly export quota of 9,414,000 bags for the 
October-December 1960 period. Total exports of 
36.3 million bags for the one-year agreement which 
runs from October 1, 1960 to September 30, 1961 had 
already been tentatively set. Brazil was given a yearly 
quota of 17.4 million bags, of which approximately 
4.4 million bags is scheduled for the first quarter, i.e., 
October-December 1960. 


Source: Brazilian Government Trade Bureau, Brazilian 
Bulletin, New York, N.Y., October 1, 1960. 


Europe 


U.K. Exchequer Results 


The revenue returns issued by the U.K. Treasury for 
the first half (April-September) of the budget year 
ending March 31, 1961 reveal a larger “above-the- 
line” deficit and a somewhat smaller “below-the-line” 
deficit than had been expected. The ordinary deficit in 
this period was £386.8 million, compared with one 
of £230.1 million in the same period of 1959; and the 
“below-the-line” deficit amounted to £277.8 million, 
compared with a deficit of £350.4 million in the six- 
month period last year. The result is that the total Ex- 
chequer accounts show an over-all deficit of £664.6 mil- 
lion for the first half of 1960-61, compared with the 
deficit of £580.5 million a year ago. In his budget 
speech, the Chancellor of the Exchequer estimated an 
over-all deficit of £318 million for the full year to 


net borrowing in connection with imports of ships and 

NKr 300 million by public and private borrowing, about 

half of which has already been arranged. 

Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, October 4, 1960. 


April 1961 (see this News Survey, Vol. XII, p. 325). 
It is difficult at this stage to see how the full year’s 
figures are likely to turn out. The main tax-gathering 
season has still to come, and government expenditure 
can change markedly for special reasons in the last half 
of the fiscal year. Two points need to be borne in mind 
when comparing the current figures with those of last 
year: tax concessions in the 1959 budget led to a 
bunching of tax payments a year ago, with the result 
that revenue receipts in the corresponding period of 
last year were disproportionately high; interest rates 
(with a 6 per cent bank rate) are higher than last year, 
so that debt changes are bound to push government 
spending above that a year ago. 


Source: The Times, London, England, October 1, 1960. 
U.K. Government Stock Issue 


The U.K. Treasury has launched a cash issue of 
£500 million, 5¥%2 per cent Treasury stock, maturity 
2008-2012, at £95 per £100. This issue follows the 
exhaustion of official supplies of Treasury 5 per cent 
stock, 1986-89. At the issue price, the new stock offers 
a gross redemption yield of £5 16s. Id. per cent. The 
Times comments that the most significant feature of the 
new issue is not its great size or its lengthy maturity 
date, but the issue terms, which are “above the market.” 
It remarks that, while the authorities retained in their 
portfolios some Treasury 5 per cent stock, their policy 
seemed to be to maintain yields in the longer end of 
the market at around 6 per cent; and it concludes that 
the new issue of stock to yield £5 16s. ld. suggests that 
the authorities no longer intend to hold the long end of 
the market at 6 per cent. Subsequent to the announce- 
ment of the new issue, the price of Conversion 5 per 
cent, 1971, stock (which is in the medium-dated area 
of the gilt-edged market and which is a “tap” stock) 
rose on October 3 from 91 to 91%. 


The Times observes that the maturity date and the 
size of the new £500 million issue caused some surprise 
in the market. It contends that the 52-year stock gives 
the authorities the distinct advantage that they can 
influence prices of undated as well as long stocks, and 
says that the new issue will probably take some time to 
find its way into private investment portfolios, since the 
terms are such that the stock will have little appeal at 
present to domestic investors other than pension funds 
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and, to some extent, insurance companies. It points out 
that the decision to allow interest to be paid to non- 
residents without deduction of tax may encourage for- 
eign buying. Indeed, one of the objectives of the new 
issue may well be to help absorb the present overseas 
demand for British Government securities, which is 
already large and shows signs of increasing. 


Sources: The Times, London, England, October 1 and 
4, 1960. 


U.K. Altitude to Common Market 


Mr. Heath, Lord Privy Seal, has outlined the British 
Government’s approach to Anglo-European trade rela- 
tionships in terms of a political problem. He stressed 
Britain’s sympathy for the dynamic growth of European 
unity and its wish for a share in the development. He 
observed that the countries of the European Economic 
Community (EEC) have increasingly recognized that 


any arrangement with Britain must also be with the 
Commonwealth. 


The President of the Board of Trade has said that 
British exports to Europe would be under a very definite 
handicap after the turn of the year. He indicated that 
leaders in the U.K. export industries had assured him 
that they are planning a vigorous fight to retain their 
European connections. He added that the division 
between the EEC and the European Free Trade Associ- 
ation is only temporary and that he was convinced that, 
in the long run, they will be brought into a single group. 


Source: The Financial Times, London, England, Octo- 
ber 14, 1960. 


Credit Policy in France 


When the basic discount rate of the Bank of France 
was reduced to 3% per cent on October 6 (see this 
News Survey, Vol. XII, p. 531), the penalty rate for 
central bank rediscounts that exceed the individual 
banks’ rediscount ceilings by less than 10 per cent was 
lowered by 42 per cent, to 5 per cent; the penalty rate 
for central bank rediscounts exceeding the banks’ redis- 
count ceilings by 10 per cent or more was maintained 
unchanged at 6 per cent. The rate charged by the 
Bank of France for advances on securities was reduced 
by % per cent, to 5 per cent. 


The Minister of Finance commented that the lower- 
ing of the discount rate would stimulate private invest- 
ment and sustain the growth in industrial production 
without endangering the balance of payments. During 
the first eight months of 1960, industrial production 
(corrected for seasonal fluctuations) was about 12 per 
cent above the depressed level of the corresponding 
period for 1959, and prospects for a further increase 
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during the next months are good. Wholesale prices 
changed very little between January and September, and 
the increase in the cost of living over that same period 
was moderate; the legal minimum wage, which is tied 
to the index of retail prices, was raised by 2.31 per cent 
on October 1, after having remained unchanged since 
last November. During the first nine months of 1960, 
France repaid approximately $360 million of its foreign 
debt; part of this was repaid before the due date. In the 
same period, its central reserves of gold and foreign 
exchange increased by $390 million, to $2,110 million 
at the end of September. So far, the influx of hot money 
into France has been unimportant, and the Minister of 
Finance sees no danger that capital flight may result 
from the lowering of the discount rate. 


On October 6, the National Credit Council decided 
to extend the maximum repayment period for install- 
ment purchases of household appliances from 18 to 
21 months and for installment purchases of new auto- 
mobiles from 21 to 24 months. It also decided to issue 
new regulations authorizing the Governor of the Bank 
of France to require commercial banks to maintain a 
minimum ratio between some of their assets and their 
deposit liabilities. Among the assets that might be in- 
cluded in the ratio are cash holdings, balances with the 
Bank of France, holdings of treasury bills in excess of 
the legal minimum holdings (since 1956, commercial 
banks have been required to hold treasury bills for an 
amount at least equal to 25 per cent of their liabilities), 
and medium-term credit. The new ratio will be put into 
effect only if the monetary authorities consider that 


measures against an excessive expansion of credit are 
required. 


Sources: Agence Economique et Financiére, October 7, 
1960, and Le Monde, October 7 and 8, 1960, 
Paris, France; Neue Ziircher Zeitung, Ziirich, 
Switzerland, October 8, 1960. 


Netherlands Budget for 1961 


In the Netherlands budget proposals for 1961, which 
were presented to the Parliament on September 20 by 
the Minister of Finance, total expenditure (including 
expenditure carried over from previous years) is esti- 
mated at f. 10,007 million, compared with a revised esti- 
mate of f. 9,545 million for the 1960 budget. The main 
categories of expenditure that are expected to increase 
are education, housing, defense, waterworks, and servic- 
ing of the public debt. Agricultural subsidies and rent 
subsidies, on the other hand, will decrease by f. 170 mil- 
lion, and expenditure for social subsidies is expected 
to remain about the same as in 1960. 


Since total revenue is expected to be f. 9,468 million 
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(f. 8,500 million of which is tax revenue), the over-all 
budget deficit is estimated at f. 539 million, against a 
revised deficit of f. 579 million for 1960. The cash 
deficit for 1961 is estimated at f. 750 million, somewhat 
higher than the over-all deficit, mainly because of tax 
arrears. To finance this cash deficit, about f. 500 mil- 
lion will become available in the presubscription account 
in the Treasury, to which certain institutional investors 
transfer part of their funds in expectation of investment 
in government bonds; some f. 250 million will have 
to be raised in the open capital market. 


In the memorandum accompanying the proposals, the 
Minister of Finance stresses the anticyclical character 
of the budget. The Netherlands economy is at present 
expanding at a fast rate, and the increase in expenditure 
threatens to outrun the increase in production. The 
strains on the labor market are creating new wage 
demands, and a strong increase in spending might have 
adverse repercussions on the price level and the balance 
of payments. It is impossible for the Government to 
reduce the absolute level of public expenditure in 1961, 
but the rate of increase budgeted for 1961 remains 
below the expected rate of increase in the domestic 
product. 


The Government also attaches great importance to a 
gradual reduction of taxes in the years ahead. Achieve- 
ment of this goal is facilitated by the fact that tax 
revenue tends to increase more rapidly than the national 
income, but it is rendered difficult by the continuing 
latent inflationary pressures which would be aggravated 
by a reduction of taxation. The Government therefore 
proposes a conditional alleviation of certain direct taxes 
some time later in 1961. Income taxes will be reduced 
by f. 475 million for a full year and the company profits 
tax by f. 115 million, but these reductions are made 
dependent on the avoidance of inflationary pressures in 
the coming months and will, at any rate, not become 
operative before July 1, 1961. 


Some minor tax reductions (in the purchase tax on 
cigarettes, cars, and motorcycles) will be put into oper- 
ation immediately, while other indirect taxes introduced 
as temporary measures in 1957 (e.g., the special import 
duty on liquid fuels) and the reduction in the annual 
percentage of amortization permitted for tax purposes 
are now made permanent. 

Sources: Ministry of Finance, Press Bulletin, Sep- 
tember 20, 1960, and Financieel Overzicht, 


September 21, 1960, The Hague, Nether- 
lands. 


Export Credits in Denmark 


The National Bank of Denmark has reopened facili- 
ties for the refinancing of export credits, which had 
been suspended on May 12, 1960 (see this News 
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Survey, Vol. XII, p. 367). To qualify for refinancing, 
the credit must be for more than DKr 1 million and for 
a period of at least two years. This appreciably reduces 
the scope of the facility, since most export credits have 
currency periods of three to six months. The National 
Bank issues freely negotiable two-to-five-year bearer 
certificates in respect of the export credits in question. 
The refinance operation is carried out in stages: one 
third at once, one third after one year, and the remain- 
ing one third at the end of two years. The certificates 
are eligible for refinance up to 85 per cent of their 
nominal value, and the interest rate is 5¥%2 per cent. 
Export credits granted since May 12, 1960 qualify for 
the facility provided they meet the above conditions. 
The refinancing of ship mortgages, which was also 
suspended on May 12, has not yet been resumed, pre- 
sumably on account of plans for setting up a finance 
organization for the shipbuilding industry. 

Source: Borsen, Copenhagen, Denmark, October 4, 

1960. 


Wages in Finland 


The Federation of Finnish Employers and the Trade 
Union Federation have agreed on a common wage pol- 
icy to be applied during the next two years. This is the 
first time that they have agreed on policy for so long a 
period. They propose to recommend that members con- 
clude collective agreements valid for two years and 
which provide for a wage increase of 3% per cent 
in 1961 and of 3 per cent in 1962, with corresponding 
adjustments in the compensation for loss of pay on 
account of weekday holidays. 

Hufvudstadsbladet, Helsinki, Finland, Octo- 
ber 4, 1960. 


Source: 


Foreign Investment in Italy 


The total inflow of private capital into Italy during 
the first eight months of 1960 amounted to $184 mil- 
lion; $41 million was direct investtnent in producing 
enterprises, $112 million was portfolio investment, and 
the remainder represented private loans. Since the be- 
ginning of 1956, foreign private investment in Italy has 
totaled $907 million, a figure that does not include 
reinvestment, utilization of capital accounts, or invest- 
ment in the form of equipment. Of the total foreign 
private investment, direct investment amounted to 
$160 million; 30 per cent was invested in chemical 
industries, 19 per cent in oil, 12 per cent in rubber, 
and 11 per cent in metal and engineering industries. 
The principal countries of origin of these direct invest- 
ments were the United States ($75 million), Switzer- 
land ($24 million), Germany ($24 million), and the 
United Kingdom ($11 million). 

Sources: 24 Ore, Milan, Italy, May 22 and Octo- 
ber 6, 1960. 
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Dollar Swap Premiums of Deutsche Bundesbank 


Effective September 26, the Deutsche Bundesbank 
has raised the dollar swap premium from 1 per cent 
to 1.5 per cent; the premium was introduced for the 
first time on August 24, 1960 (see this News Survey, 
Vol. XII, p. 488). Banks that buy dollars spot from 
the Bundesbank may now resell the dollars forward to 
the Bundesbank at a rate 1% per cent higher than 
the buying rate, thereby earning an additional profit 
of 1% per cent. 

Lately there has been keener international competi- 
tion in the import finance market, particularly from 
Swiss and Italian banks. Italian institutions have been 
encouraged by the central bank to invest balances 
abroad at the best possible rate of interest; consequently, 
they have been offering funds to German importers on 
such conditions that the German banks are unable to 
compete without assistance from the Bundesbank. 
Owing to the high discount rate in Germany and the 
still higher rates of interest in the open money market, 
the import credits granted by domestic banks have 
become relatively expensive. 

On the other hand, the increase in the swap premium 
is not large enough to encourage the export of short- 
term funds. With three-month deposits in the United 
States at present earning only 2.3 per cent, the return 
on an investment there, including the swap premium, 


works out at 3.8 per cent a year. But day-to-day money 
can be placed in Germany at 542-5% per cent, so that 
there is as yet no incentive to export funds. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, September 27, 1960. 


Loan of German Federal Railways 


The DM 310 million loan of the German Federal 
Railways, with interest at 642 per cent and an issue 
price of 97, which was to be offered for public sub- 
scription from September 20 to October 5, 1960, was 
heavily oversubscribed on the first day of subscription; 
thus the subscription lists were closed during the after- 
noon of September 20 (see this News Survey, Vol. XII, 
p. 495). It is reported that foreign demand for this 
loan was so large that, without any difficulty, several 
syndicate banks could have sold their whole allotment 
to foreign investors alone. Immediately after the an- 
nouncement of the loan, a number of firm foreign orders 
were received. It is noteworthy that the political situ- 
ation in Berlin did not lead to any cancellation of 
foreign orders; on the contrary, such orders showed a 
tendency to increase, since the terms of the loan were 
rather attractive in comparison with loans now being 
offered abroad. Demand by domestic investors, which 
at first appeared to lag behind foreign demand, gained 
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strength during the day of subscription, thus resulting 
in the heavy oversubscription and necessitating a scaling 
down of orders. 


Source: Handelsblatt, Diisseldorf, Germany, Septem- 
ber 21, 1960. 


Middle East 
Middle East Oil Production and Prices 


Production of crude oil in the Middle East increased 
from 111.3 million metric tons during the first half 
of 1959 to 126.2 million metric tons in the correspond- 
ing period of 1960. In order of relative importance, the 
major producing countries were Kuwait, Saudi Arabia, 
Iran, and Iraq; their combined output amounted to 
93 per cent of total output in the Middle East. Prices 
of Middle East crude oil were reduced in August by 
all the major companies by an average of 5 per cent, 
although in some instances the reductions amounted 
to 14 per cent; for example, posted prices at Mediter- 
ranean terminals were reduced by 10-14 per cent. 


Source: Middle East Economist and Financial Service, 
Forest Hills, N.Y., September 1960. 


Economic Developments in Israel 

Israel’s gross national product during the first half 
of 1960 exceeded that in the first half of 1959 by 
10-11 per cent. Industry was the chief source of the 
increased output. Agricultural production, which has 
become less profitable, rose only slightly, while building 
activity declined as a result of a cut of 25 per cent in 
the Government’s housing program. The number of 
gainfully employed persons increased by 4 per cent. 


Per capita consumption rose by 7-8 per cent; the 
increase was mainly in food, textiles (whose prices 
declined slightly), some consumer durable goods (the 
import of which has been liberalized), and services 
(cinema attendance, domestic travel). The rise in wages 
that made possible this increase was concentrated almost 
entirely in the public sector, which employs 30 per cent 
of the country’s wage earners. Average real wages in 
the whole economy rose by only 2-3 per cent. In some 
branches other than public services, however, they did 
not increase at all, so that the 7-8 per cent rise in con- 
sumption was probably greater among the self-employed 
than among the wage earners. 

The money supply rose by more than 14 per cent 
between the end of 1959 and the end of June 1960; 
but since most of the increase was matched by the rise 
in production and investment, inflationary tendencies 
were not accentuated. The index of consumer prices, 
excluding fruit and vegetable prices, rose by only about 
1 per cent during the half year. 
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Existing wage agreements, however, call for an in- 
crease in the cost of living allowance for wage and 
salary earners if the consumer price index including 
fruit and vegetable prices (this index is calculated twice 
a year) rises by 3 per cent or more. When in June 1960 
that index showed an increase of 2.8 per cent, thus 
almost reaching the stipulated limit, the labor unions 
demanded an increase in the cost of living allowance; 
after prolonged negotiations, the increase was finally 
granted, retroactive to July 15, 1960. It is reported that 
wages of 1£220 per month were immediately raised 
by [£5.70, but that on higher wages and salaries only 
50 per cent of the allowance will be paid until the end 
of 1960; however, since the allowance is graded, per- 
sons earning [£350 are now receiving nearly I£5 extra 
and those earning 1£400 are receiving 1£5.70 extra. 
As from the beginning of 1961, all wage and salary 
earners will receive the full allowance; and during the 
second half of 1961, those earning more than I£220 per 
month will, in fact, be receiving 150 per cent of the 
allowance, since the “frozen 50 per cent” will then be 
released. This, it is feared, may lead to increased infla- 
tionary pressure, particularly since the Government, the 
biggest employer in the country, will have to foot a 
sizable part of the bill and has already started to raise 
indirect taxes on a number of items in fairly general use. 

Foreign trade returns show that in the first eight 
months of 1960 exports amounted to $149 million, 
compared with $125 million in the first eight months of 
1959, and that imports were $326 million, compared 
with $294 million in the earlier period. The larger trade 
deficit this year is attributed mainly to some deterior- 
ation in Israel’s terms of trade. 


Sources: The Israel Economist, August 1960, and The 
Jerusalem Post, September 28 and Octo- 
ber 10, 1960, Jerusalem, Israel. 


Increase in Iran's Import Duties 

For balance of payments reasons, the Iranian Gov- 
ernment increased commercial profits taxes sharply, 
effective September 5, on a large number of nonessential 
imports. Some of the increases are as follows: from 
Ris 200 to Ris 1,200 per kilogram on perfume; from 
Ris 100 to Rls 700 on various types of luxury leather 
goods; from 7 per cent to 75 per cent on the value of 
wood veneers; from 50 per cent to 150 per cent on the 
value of tables and chairs; and from 50 per cent to 
150 per cent on the value of automobiles. 
Source: Middle East Economic Digest, London, Eng- 

land, September 16, 1960. 


Far East 
Conditions for Foreign Capital in Ceylon 


According to a statement made by the Minister of 
Finance on policy in respect of foreign capital invest- 


ment in Ceylon, the entry of foreign capital will be 
welcome under the following conditions: (1) It should 
generally be for productive purposes, particularly in 
new fields of industrial activity or in fields where the 
private sector has not already established itself in 
Ceylon. (2) It should generally be permitted in collab- 
oration with local enterprise, such collaboration being 
dispensed with only if capital from local enterprise is 
not forthcoming or if the enterprise undertakes to manu- 
facture products for export under trade names of wide 
usage. (3) It should lead to the progressive domestic 
manufacture of goods that ultimately will replace im- 
ports to the highest practicable degree. (4) It should 
provide for local training in management and skills. 
(5) It should generally not enter fields reserved for 
the expansion ofthe public. sector. 

Foreign capital conforming to these requirements will 
be granted all the tax and tariff concessions and other 
benefits accruing to local enterprises. In addition, for- 
eign capital will be given the following inducements: 
(1) Repatriation of dividends and the eventual repatri- 
ation of assets will be freely permitted. (2) The bring- 
ing in of necessary technical and managerial personnel 
will be freely permitted, and such personnel will be 
allowed to transmit part of their earnings abroad. 
(3) The Government agrees, in principle, to make 
provision for the avoidance of double taxation by 


means of government-to-government agreements. 
Source: Ceylon News, Colombo, Ceylon, Septem- 


ber 22, 1960. 


Economic Agreements Between Cambodia and Yugoslavia 


Agreements between Cambodia and Yugoslavia cov- 
ering trade, payments, and economic and technical 
cooperation were ratified on March 11. The trade agree- 
ment provides for a balanced exchange of goods. Cam- 
bodia’s imports from Yugoslavia will be mainly metal 
products, machinery, electrical and railroad equipment, 
and ships, and its exports to Yugoslavia will consist of 
such agricultural products as rice, corn, beans, pepper, 
and oilseeds. Rubber, a principal Cambodian export, is 
not included in the list. 


The payments agreement provides that payments 
should be made through clearing accounts denominated 
in U.S. dollars to be opened by the National Bank of 
Cambodia and the National Bank of Yugoslavia, with 
a swing credit of $500,000. If the debit balance of the 
account exceeds this credit, payment is to be made 
through delivery of goods over a period of six months. 
If at the expiration of this period the debit balance still 
exceeds $500,000, the excess will be paid by the debtor 
country in sterling or in any other currency acceptable 
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to the creditor country. Any balance existing at the end 
of each year or at the expiration of the agreement will 
be settled in a similar manner. 


Contracts, invoices, and other documents related to 
commercial or financial operations between Cambodia 
and Yugoslavia will be denominated in U.S. dollars. 


The trade and payments agreements are valid for one 
year. They may be renewed for one year by an exchange 
of letters one month prior to their expiration, or they 
may be modified through negotiation. The agreements 
may be terminated on three months’ notice. 


The economic and technical cooperation agreement 
authorizes the provision of the services of qualified 
experts and technicians. 

Source: Banque Nationale...du. Cambodge,. Bulletin 
Mensuel, Phném-Penh, Cambodia, April 1960. 


Viet-Nam’'s Cotton Industry 


Viet-Nam’s cotton industry, which at present consists 
of one mixed (government-private) company equipped 
with 10,600 spindles, is due to expand rapidly its pro- 
ductive capacity, to enable it to satisfy in the near 
future about two thirds of domestic demand for cotton 
cloth. A new VN$100 million cotton mill in Saigon, 
with a 51 per cent participation by Vietnamese capital 
and 49 per cent by Chinese, is being completed in 
Saigon. The plant is equipped with 20,000 spindles and 
400 power looms. U.S. aid provided foreign exchange 
for the purchase of equipment, and Chinese technicians 
will train skilled workers and supply the initial manage- 
ment. Production, which is due to begin soon, is ex- 
pected to amount annually to 2,500 tons of cotton yarn 
and 9 million yards of fabrics. The company plans to 
add dyeing, finishing, and printing facilities to its plant. 

Ancther cotton mill, which is scheduled to be 
built at Thu-Duc near Saigon, will be equipped with 
13,200 spindles and 300 automatic looms. This com- 
pany, which will be a joint U.S.-Vietnamese private com- 
pany, will operate with a capital of VN$50 million, of 
which VN$22.5 million will represent U.S. investment 
of US$300,000 at the free market rate of exchange and 
VN$27.5 million will be private Vietnamese funds. The 
company was granted a low interest loan of US$1.6 mil- 
lion through the Industrial Development Center, to 
provide the foreign exchange for importing spinning, 
weaving, dyeing, and finishing machinery. The plant, 
which will employ 800 workers, is expected to produce 
annually about 2,000 tons of cotton yarn, 180,000 bolts 
of grey cloth, 72,000 bolts of bleached cloth, and 
54,000 bolts of dyed and printed cloth. Completion of 
this plant is expected around the end of 1961. 


There are also plans to set up at Tourane a joint 
government-private cotton factory, which will be 
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equipped with 20,000 spindles, 420 power looms, and 
technical treatment and finishing machinery. 


The decision to expand productive capacity in the 
textile industry was motivated by the fact that in 1959 
textiles continued to hold first place among Viet-Nam’s 
imports and that since January 1960 ICA financing has 
no longer covered imports of textile fabrics. 

Source: Far Eastern Economic Review, Hong Kong, 
August 4, 1960. 


Other Countries 


New Zealand Import Program for 1961 

The New Zealand import schedule for 1961, which 
was announced by the Minister of Customs on Sep- 
tember 23, is based on a global total of £NZ 240 million 
for private imports, the same amount provided in the 
revised 1960 import program; the original 1960 pro- 
gram, announced in October 1959, set imports at 
£NZ 235 million (see this News Survey, Vol. XII, 
pp. 131 and 244). As in the past, the situation will be 
reappraised early in the new year and, according to the 
Minister, additional funds will be provided if possible. 


The 1961 program provides for increased flexibility, 
and the range of goods has been widened. Some basic 
allocations have been raised, and a further 33 items 
have been added to category “A,” for which licenses are 
granted to the full amount of the application. The new 
items include butter, cheddar type cheese, and leaf 
tobacco, and category “A” now applies to 63 items. 


The “R” or replacement license scheme has been 
extended to include 44 additional items. Under this 
scheme, which now covers 206 items, the initial license 
entitlement is 100 per cent of the current license; and 
additional licenses will be granted in replacement of the 
value of actual imports under 1961 licenses up to a 
maximum equal to 150 per cent of the value of licenses 
granted for imports of similar goods during the 1960 
licensing period, New items on the “R” list include 
canned fish, potable spirits, precious and semiprecious 
stones, camera film, printing machines, woodworking 
and metalworking machinery, corrugated iron, binocu- 
lars, linoleum, olive oil, and certain classes of medicinal 
preparations. 


In general, increased provision is made for goods 
subject to recent tariff increases (see this News Survey, 
Vol. XII, p. 428); this will provide more variety and 
test the effectiveness of the tariff protection accorded to 
domestic industry. For instance, the allocation for china 
tableware has been increased to 150 per cent of the 
1960. licenses (low-value tableware continues to be 
excluded from the import list). 
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The number of items for which token allocation is 
provided is increased in the 1961 import program, 
which also introduces a new designation “S” to meet 
the need for agricultural products, e.g., potatoes and 
onions, which are imported only during local shortages. 


As expected, there is no rise in the import quotas for 
motor vehicles, with the exception of heavy commercial 
vehicles. 

Source: The Financial Times, London, England, Sep- 
tember 24, 1960. 


Aid io Commonwealth Countries in Africa 


Following the meeting of the Commonwealth Eco- 
nomic Consultative Council in London on Septem- 
ber 20 and 21, announcement was made that a Special 
Commonwealth African Assistance Plan (SCAAP) has 
been initiated. The communiqué stated that the Com- 
monwealth countries are already providing aid bilater- 
ally and also making substantial resources available 
through existing international organizations. The 
SCAAP has been set up to focus attention on this effort 
and to help meet the great need for assistance in raising 
the standards of life in the less developed Common- 
wealth countries in Africa. It is expected that most 
Commonwealth countries will provide aid mainly in the 
form of technical assistance. It will be given bilaterally 
and by increased support of existing international 
organizations. Each year the Commonwealth Finance 
Ministers will review the progress made in carrying out 
the plan. 


Source: The Times, London, England, September 22, 
1960. 


South African Reserves 

South Africa’s gold and foreign exchange assets fell 
in the week ended September 30 by £5.3 million, to 
£96.5 million, the lowest figure recorded since Octo- 
ber 31, 1958. South Africa’s reserves usually show a 
seasonal increase in the last quarter of the year. 


Source: The Times, London, England, October 6, 1960. 


Decimal Coinage in South Africa 


Dr. E. H. D. Arndt, Chairman of the South African 
Decimalization Board, has stated that, although all 
banking business will have to be conducted in rands 
and cents from February 14, 1961, the switch-over to 
the new currency system is unlikely to be completed for 
another 18 to 20 months. It is estimated that about 
150,000 monetary machines have to be converted, and 
an immediate switch-over is possible only for those who 
have no machine problem or who for special reasons 
have been accommodated by the machine companies. 
The latter group includes the entire Union Government 
Administration, the South African Railways, all Provin- 


cial Adminstrations, and, it is hoped, some of the larger 

municipalities. For other business units, the Decimali- 

zation Board has drawn up a plan for nation-wide con- 

version by regions, with priority given to the cities. 

Source: The South African Bankers’ Journal, Cape 
Town, South Africa, August 1960. 


Prices and Wages in Ghana 


Average retail prices of goods and services in Ghana 
at the end of July were 12 per cent above the 1954 fig- 
ure. The index for the first seven months of 1960 
averaged the same as in 1959. 


All workers in Ghana earning less than £G 360 a 
year are to receive an increase of 1s. a day, retroactive 
to July 1. The minimum wage will now be 6s. 6d. a day. 
In announcing the increase, President Nkrumah stated 
that there had been an increase in the cost of living 
since the last round of wage increases. He expressed 
determination that the new increase should not be offset 
by price increases, and said that he had ordered that the 
prices of all basic commodities not affected by recent 
tax increases should be pegged. 

Sources: West Africa, London, England, September 3 
and 10, 1960. 


Interest Rates in East Africa 


The minimum bank overdraft rate in East Africa was 
raised on October 10 from 7 per cent to 8 per cent. The 
increase is reported to have been rendered necessary by 
increased borrowing, which was outrunning resources. 
Rates of interest on bank deposits were increased at the 
same time. These increases reflect general anxiety in 
business circles and flight of capital from East African 
territories. The Nairobi Chamber of Commerce has 
urged more stringent measures to deal with debtors and 
bankruptcies. 

The Times, London, England, October 11, 
1960. 


Source: 
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